Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen Zwecken und zum Privatgebrauch gespeichert und kopiert werden.
INTRODUCTION
Millions of people around the world are still subjected to forced labour. Detailed figures are not available, but it is estimated that nowadays slavery is more widespread than at any previous time in history (Bales, 1999) . The universal condemnation of forced labour has not been able to impede the emergence of its modern forms, like trafficking in human beings, the fastest growing manifestation of forced labour affecting up to four million people in 2001 (US Department of State, 2002) . Furthermore, traditional forms of forced labour such as chattel slavery and bonded labour are still widespread. The number of bonded labourers alone has been estimated at 20 million persons (UNHCR, 1999) , documenting the significance of the problem. Nevertheless, the existence of forced labour is still denied by some states and making use of it is too often exempted from punishment. Hence, in spite of indisputable progress made by many states, especially by enacting adequate legislation to fight forced labour, the effective elimination of forced labour remains far away.
In addition to severe human suffering, the economic consequences of forced labour can be quite substantial in countries with a high extent of forced labour. Well-known examples from the 18 th and 19 th century are, for instance, slavery in the United States, which has been intensively analysed by Fogel (1975 Fogel ( , 1977 and Fogel and Engerman (1989) , and convict workers in Australia (Nicholas, 1988) . These previous theoretical and empirical studies have concentrated on the direct (domestic) labour market effects of forced labour. The results have been partly surprising. In particular, Fogel (1975) refuted the then conventional wisdom that slavery was not just dreadful, but also inefficient. He estimated that the economies of America's slave-holding states had actually a 9% higher productivity than those of free states. Yet in addition to severe pain and suffering caused by slavery, slaves received lower wages. Just before the American civil war, according to estimates by Fogel, slaves were "compensated" some 10% less than similar free workers with shelter, food and so on.
Despite these quantitatively significant results, to our knowledge, there are no studies available in the literature that depart from the domestic economic effects to include any foreign linkages of forced labour. Nor are there any studies that have either analysed the economic effects of modern forms of forced labour or undertaken any form of international comparison. Available are only some recent studies looking at the domestic and international consequences of (other) core labour standards on economic variables like trade or foreign direct investment (FDI). 1 Core, or fundamental, labour standards include important human and workers' rights, such as the abolition of child labour, no discrimination in employment and education, basic union rights, and freedom of forced labour (ILO, 2002a) .
Whereas the first three core labour standards have been analysed to a higher extent, forced labour has been left out, partly due to data deficiencies (Kucera, 2001) . We will try to fill that gap and address two issues: (1) How the extent of forced labour in different countries can be measured and compared across countries, and (2) whether forced labour affects trade and FDI flows. More specifically, rather than significantly affecting the overall level of exports and imports, forced labour is more likely to influence comparative advantage, in particular in commodities that use a higher extent of forced labour. Thus we concentrate the empirical test of the influence of labour standards on exports of unskilled-labour-intensive goods.
Accordingly, the paper is organised in the following way. In the next Chapter, different forms of forced labour and their occurrence are introduced, which is followed by the background of the International Labour Organisation (ILO) conventions on forced labour in Chapter 3. Chapters 4 and 5 consider the data and indicators used, as well as the estimation results of the linkage between forced labour and comparative advantage and FDI. Finally, some concluding remarks as well as policy implications are found in Chapter 6.
PREVALENCE AND FORMS OF FORCED LABOUR
Since forced labour occurs primarily in the illicit economy that is typically not captured by official statistics, its prevalence is difficult to evaluate accurately. According to an estimate by Bales (1999) , 27 million people are enslaved today. The most common form of forced labour is represented by bonded labour, which occurs mainly in India, Pakistan, Bangladesh, and Nepal. Generally, forced labour is particularly widespread in Southeast Asia, northern and western Africa, and parts of South America. Slaves are primarily forced to perform simple, non-technological work, especially in agriculture but also in manufacturing, such as of textiles and clothing (Bales, 1999) . First of all, slavery and abductions for forced labour purposes still exist in parts of Africa. Although the extent of this traditional form of forced labour has diminished since the official prohibition of slavery, cases have been observed recently in Mauritania, Sudan, or Liberia. In Sudan, for instance, especially women and children have been captured in the conflict between different ethnic groups. Estimates suggest that between 5,000 and 14,000 people have been abducted since the start of the conflict in 1983 (Anti-Slavery International, 2002) . A second form of forced labour is the compulsory participation in public works. This form of forced labour is used to foster national or local development. Cases are known from Vietnam or Cambodia. In Africa, national legislation in countries like Kenya or Sierra Leone still allow for this form of forced labour (ILO, 2001) .
Coercive recruitment practices are a type of forced labour that primarily occurs in agriculture and remote rural areas. Since workers in isolated areas may have no choice but to incur debt in order to satisfy their basic needs, they are particularly vulnerable to abuses. The vulnerability is further increased by the fact that law enforcement and trade unions are often weak in remote areas. Coercive recruitment practices have been Bonded labour, or debt bondage, is the most common form of modern slavery.
Approximately 20 million people are held in bonded labour and are forced to work in agriculture or manufacturing (Anti-Slavery International and ICFTU, 2001; UNHCR, 1999) . Debt bondage takes place when people pledge themselves as a certainty to a credit, but the service is left unspecified and does not reduce the original debt. The debt can also be inherited from a relative (Bales, 1999) . Hence, the worker is bound to the creditor for an often unspecified period. Although India and Pakistan adopted specific legislation that prohibits bonded labour in 1976 and 1992/95, respectively, bonded labour is still widespread in these countries. Other countries affected by bonded labour are Nepal, which adopted legislation on bonded labour in 2000, and Bangladesh (ILO, 2001) .
The seventh form of forced labour is trafficking in persons, which is a fast growing phenomenon that often involves forced labour aspects. For instance, people are trafficked into forced labour situations in construction sites or sweatshops. Mostly people are brought to other areas or foreign countries where they are isolated and do not speak the local language. Often people from rural areas in poor countries are trafficked to urban areas in richer countries. A variety of countries, however, act simultaneously as the point of origin, transit and the place of destination. The magnitude of the problem is difficult to assess, but the US Department of State (2002) estimates that between 700,000 and 4 million people were trafficked in 2001.
Finally, prison labour can involve certain forced labour elements. In China, for instance, so-called anti-social acts -such as larceny, fraud, or gambling -are punished with compulsory labour. The rehabilitation through labour programme of the Chinese government accommodates approximately 240,000 persons, who are mostly interned for one year. A fast-growing and highly controversial form of prison labour is that of prisoners working for private companies. 1 On the whole it can be said that not all groups in a society are equally vulnerable to forced labour. Especially children, women and low-income men are disproportionately affected by forced labour.
ILO CONVENTIONS ON FORCED LABOUR
With the adoption of international labour standards through conventions and recommendations, the ILO seeks to improve international working conditions. The elimination of all forms of forced or compulsory labour is one of the four fundamental rights at work 2 the ILO focuses on in its Declaration on Fundamental Principles and 1 For a discussion see, for example, Fenwick (2001). 2 The remaining ones are freedom of association and the effective recognition of the right to collective bargaining, the effective abolition of child labour and the elimination of discrimination with respect to employment and occupation (ILO, 1998) .
Rights at Work (ILO, 1998) . The first ILO Convention on forced labour was adopted in with the conventions, the ILO relies primarily on a supervisory mechanism and technical assistance. Nevertheless, Article 33 of the ILO constitution authorises the ILO to take actions against member states that do not comply with recommendations made by a Commission of Inquiry (ILO, 1989) . Elliott (2000) notes that this provision does not rule out the use of sanctions.
Within the supervisory mechanism, member states are required to report annually on ratified conventions. Furthermore, the Declaration on Fundamental Principles and Rights at Work, approved in 1998, obligates member states that have not ratified one or more of the eight conventions on core labour standards to submit reports on what they are doing to promote the rights involved. Organisations of employers and workers are invited to comment on the submissions. Then independent expert-advisers review the compilation of annual reports and provide an introduction. Additionally, each year a global report on one of the four core labour standards is prepared by the Director-General (ILO, 1998; ILO, 2001) .
Apart from transparency, the objective of the submitted reports is to identify priorities for technical co-operation. Countries that are willing to comply with the conventions but lack the necessary resources to do so should get financial and technical assistance. In addition to reporting requirements, the ILO constitution gives any worker and employer organisation the right to make representations if non-compliance to a ratified convention is alleged. In particular, severe case complaints under Article 26 of the constitution can be filed by official ILO delegates. This allows the establishment of an ILO Commission of Inquiry that has the task to investigate grave violations of ILO conventions and to give recommendations of how to bring practices in line with the relevant convention. 
MEASURING THE EXTENT OF FORCED LABOUR
The formation of an accurate measure of the extent of forced labour suffers heavily from the lack of precise quantitative data. Since forced labour is mostly hidden in the illicit economy, available data is not sufficient to compute quantitative indicators like the proportion of forced labourers to the total labour force. Hence, qualitative measures have to be employed instead. The forced-labour indicators developed in the following use the number of different kinds of forced labour that occur in a specific country to approximate the extent of forced labour in the country concerned. For each of the eight forms of forced labour, explained in Chapter 2, a dummy variable is introduced that can either take a value of 0 (form does not occur) or 1 (form occurs). Divergently the dummy for trafficking in persons can take a value of 0, 0.5 and 1, since the available data make a more differentiated evaluation possible. 1 Having assessed each country, the respective dummy variables are summed up to obtain the indicator value for a specific country.
Two different indicators have been computed that differ from each other with respect to the number of forms taken into account. The first one, FORCED1, focuses on the forms of forced labour that seem to be more relevant to the focus of the paper, namely slavery and abduction, coercive recruitment systems, bonded labour, and prison-linked forced labour. Before summing up, the bonded labour dummy has been multiplied by two, indicating the specific importance of bonded labour. Since bonded labour is the most common form of forced labour, a country that has problems with bonded labour is more likely to use forced labour on a large scale than, for instance, a country in which coercive recruitment systems exist. Accordingly, FORCED1 can take values between zero (forced labour does not exist) and five (forced labour is used in all four forms).
The Thus, CONFORCED ranges from zero (no forced-labour convention ratified) to two (both forced-labour conventions ratified). 2
The number of ratified ILO conventions on forced labour, however, seems to be a poor measure of the level and extent of forced labour. The partial correlations between the number of ratifications for the two conventions and the two indicators for forced labour are close to zero (Table 1 ). Yet both correlations have the expected negative sign, since a higher number for FORCED1 and FORCED2 implies a higher extent of forced labour, while the opposite applies to CONFORCED -with respect to the spirit of the conventions.
Reasons for the discrepancy between observance and ratification can be found, in some circumstances, in the exact phrasing or interpretation of the forced-labour conventions, which might be contrary to national laws or regulations (OECD, 1996; OECD, 2000) .
The United States, for instance, has ratified only one of the two conventions, but few would argue that it does not protect its citizens against any form of forced labour.
Myanmar, in contrast, has also ratified one convention. Yet it is one of the countries with the worst record of non-observance of this convention (ILO, 2001) . Accordingly, DEMOCRACY ranges from 0 (basically no political rights and civil liberties) to 1 (complete set of political rights and civil liberties). The partial correlations between this synthetic indicator and the two forced-labour variables, FORCED1 and FORCED2, are rather in the low to medium range. On the other hand, there seems to be a closer relationship between basic democratic rights and income levels, measured as GDP per capita (GDP99).
EMPIRICAL EVIDENCE
After discussing different indicators for forced labour, we now turn to the linkage between these indicators and comparative advantage and FDI. Let us consider first the impact of forced labour on international trade flows. For concreteness, consider a country that increases, say, its use of prison or forced child labour. In the short run, this will enhance the supply of unskilled-labour. Hence, in a standard Heckscher-Ohlin trade model, for countries that already have a comparative advantage in unskilled-labourintensive goods, this result would enlarge that advantage. 1
Regarding the empirical analysis, the focus is on unskilled-labour-intensive manufactured goods only, as the impact of forced labour is likely to be felt most strongly on these commodities. Consequently, forced labour in the agricultural and mining sectors as well as in domestic households is excluded. While forced labour in domestic households is hardly mentioned at all in official statistics, relative export competitiveness in agriculture and mining are based more on natural resources in each country.
Comparative advantage in unskilled-labour-intensive goods is computed as the ratio of unskilled-labour-intensive exports to total exports (the variable is labelled EXPLABIN).
The categorisation of unskilled-labour-intensive manufactured commodities is based on two determinants: labour and technology intensity. Incorporated in the regression analysis are all goods that consist of both high labour and low technology intensity, i.e. toys, clothing, textiles, clothing, and footwear (see Appendix B for a complete list).
Labour intensity is based on value added per worker, 1 while data on technology intensity is based on the OECD (2001) Science, Technology and Industry Scoreboard. 2 As is well known from Heckscher-Ohlin trade models, comparative advantage is determined primarily by relative factor endowments. Hence, two control variables are applied for the "natural" determinants of comparative advantage: first, for the relative labour endowment, the labour force divided by land area (LABDENS), which is expected to be positively associated with EXPLABIN; and, second, for human capital, the educational attainment index (EDU) of the United Nations Development Programme, which consists basically of the illiteracy rate and average years of schooling in the above-25 population. This well-known index for measuring human capital is used as a substitute for the skill level of the labour force and is likely to be negatively correlated with EXPLABIN. 3 Included in the benchmark OLS regression were all 83 countries reporting data for EXPLABIN, LABDENS, and EDU for the considered year 1998. Then, the basic regression specification is
where e is an error term and α i are parameters. The results, reported in column 1 of Table 2 , show that both explanatory variables have the anticipated signs and are statistically significant at the 1 per cent level.
To see whether forced labour also has an impact on comparative advantage, each indicator is singly added to the benchmark regression. The coefficients for the three indicators explained above are reported in the remaining columns of Table 2. FORCED1 and FORCED2 have a positive sign, but are not significant (columns 2 and 4). One reason for these results may be the fact that there is evidence of multicollinearity between the educational attainment index EDU and FORCED1 / FORCED2. It can be argued that the forced-labour indicators are likely to be a substitute for EDU, which implies that countries with a large extent of forced labour have a relatively high proportion of unskilled labour. Moreover, LABDENS has a stronger relative influence on EXPLABIN than EDU. In a second set of regressions, thus, the educational attainment index has been omitted. Now, FORCED1 and FORCED2 still have a positive sign, but they are statistically significant at the 10 per cent and 5 per cent level, respectively (columns 3 and 5). A higher level of forced labour is associated with an increasing endowment of unskilled labour (and/or lower labour costs) and, hence, a stronger comparative advantage in unskilled-labourintensive goods. The number of ratifications of the ILO conventions on forced labour appears not to significantly affect comparative advantage in exports of labour-intensive goods. Though CONFORCED is just above zero, implying that a higher number of ratified conventions is positively associated with comparative advantage, it is not statistically significant. N  83  83  83  83  83  83 Notes: See Appendix A for data sources; standard errors have been checked for heteroskedasticity and are reported in parentheses; multicollinearity has been tested by the creation of variance inflation factors (VIF); *** significant at 1% level; ** significant at 5% level; * significant at 10% level.
Next we turn to the empirical linkage of forced labour and foreign direct investment.
Given that FDI stocks represent FDI flows over a longer period and the indicators for forced labour are relatively recent, the focus is on flows rather than stocks. (Cooke and Noble, 1998) . Generally, empirical studies confirm these determinants and have singled out in particular market size and market growth rates as the most important factors. 2 Hence, these two are included as independent variables in the benchmark regression: Market size (GDP) is measured by average GDP per capita in current US dollars and market growth (GROWTH) is quantified as average GDP per capita growth, each for the period 1995-
1999.
Included in the benchmark OLS regression were all 134 countries reporting FDI, GDP, and GDP growth data for the considered period. Like most empirical studies on the determinants of FDI, a semilog model has been chosen, that is, the logarithm for both FDI and GDP has been taken. Since average GDP per capita growth rates can be negative, even if longer periods are considered, GROWTH has been inserted into the regression without taking the logarithm. Then, the benchmark regression specification, without forced-labour indicators, is as follows:
(3) Log (FDI) = β 0 + β 1 LOG (GDP) + β 2 GROWTH + e.
As can be seen in column 1 in Table 3 , both explanatory variables have the expected signs and are statistically significant at the 1 per cent level. To see whether forced labour also has an impact on FDI flows, each indicator is singly added to the benchmark regression, without taking the logarithm. The coefficients for the three indicators the de facto compliance with the ratification of the conventions have negative signs and are statistically significant at the 5 or 10 per cent level (columns 2 and 3).
The results imply that forced labour is negatively associated with FDI inflows. In other words: Countries with a lower level of forced labour received more FDI per capita in the period 1995-1999 than would have been predicted on the basis of the other country characteristics. Similar to the linkage between forced labour and comparative advantage, the de jure ratification of the ILO conventions seems not to significantly affect FDI flows: CONFORCED has a positive sign, but it is not statistically significant.
As has been explained in the previous chapter, to control for political and economic factors other than forced labour, DEMOCRACY has been included in the regressions (columns 4 and 5): A higher degree of democratic rights is positively associated with FDI flows; the indicator is also statistically significant at the 1 per cent level. More importantly, sign and significance of both FORCED1 and FORCED2 do not change much, which points to the robustness of the results. Note: According to a definition by the World Bank (2001), developing countries can be classified as low-and lower-middle-income countries with a GDP per capita in 1999 of US$ 2,995 or less; see Table 3 for further notes; *** significant at 1% level; ** significant at 5% level; * significant at 10% level.
Constant
Summing up the empirical evidence, the results with respect to comparative advantage in unskilled-labour-intensive goods and FDI tend to pull in opposite directions: The extent of forced labour is negatively linked with FDI, but positively associated with comparative advantage. In order to deal effectively with forced labour, awareness of the problem has to be raised first of all. The nature and dimension of forced labour are virtually unknown or disregarded in many regions. Often, the respective government is willing but not able to cope with the problem on its own. Hence, the ILO should expand its assistance to member states. After identifying the problem, specific action plans can be developed, including, for example, prevention programmes or assistance for people released from forced-labour situations. The more associations from within the United Nation system and regional bodies and development banks take part in these programmes the higher their prospects of success.
Sanctions appear to be unavoidable if a government refuses to co-operate and promotes the use of forced labour as observed in the extreme case of Myanmar. Article 33 of the ILO constitution provides an appropriate instrument, authorising the ILO to take actions against member states that do not comply with recommendations made by a Commission of Inquiry established to examine grave violations of ILO conventions. It would be desirable, however, to put the provision in more concrete terms by substantiating possible measures. In addition, a real test for the enforcement power of the ILO will come over time when more powerful member states than Myanmar stand at the bar or the violations are less clear-cut. 
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